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INDEPENDENT AUDITORS' REPORT

The Honorable President and Village Council
Village of L'Anse
L'Anse, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the VILLAGE OF
L'ANSE, MICHIGAN as of and for the year ended June 30, 2007, which collectively comprise the Village's basic financial
statements as listed in the table of contents. These financial siatements are the responsibility of the VILLAGE OF L'ANSE,
MICHIGAN'S management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolier General of the
United States. Those standards require that we plan and perform the audit to obtain reascenable assurance about whether the
financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as weli as evaluating the overall financial statements presentation, We believe
that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective finandial position
of the governmental activities, the business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the VILLAGE OF L'ANSE, MICHIGAN as of June 30, 2007, and the respeclive
changes in financial position, and, where applicable, cash flows thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have alsoc issued our report dated October 8 2007, on our
consideration of the VILLAGE OF L'ANSE, MICHIGAN'S internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, reguiations, contracis, and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal contro! over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on compliance, That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be considered in assessing

the resuits of our audit.

The management's discussion and analysis, retirement systern schedule of funding progress, and budgetary comparison
information as identified in the {able of contents, are not a required part of the basic financial statements but are
suppiementary information required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principaily of inguiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the information and

express no opinion on it

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
VILLAGE OF L'ANSE, MICHIGAN'S basic financial sfatements. The accompanying other supplemental information as
identified in the table of contents are presented for purposes of additionatl analysis and are not a required part of the basic
financial statements. The combining and comparative financial statements have been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to
the basic financial staterments taken as a whole.

ooy Lol 4 b 75

Certified Public Accountants

October 8, 2007



VILLAGE OF L’ANSE
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2007

Within this section of the Village of L'Anse, Michigan's {the “Village"} financial report, the Village's management provides
narrative discussion and anatysis of the financia! activities of the Village for the fiscal year ended June 30, 2007. The Village's
financial performance is discussed and analyzed within the context of the accompanying financial statements and disclosures
following this section. The discussion focuses on the Village's primary government, uniess otherwise noted; the component
unit reported separately from the primary government is not included. Please read this management’s discussion and analysis
in conjunction with the Village's financial statements.

Financial Highlights

e The Village's assels exceeded its labiliies by $9,879,574 (net assets) for the fiscal year reported. This
compares to the previous year when assets exceeded its liabilities by $9,450,403. Net assets increased in
governmental activities by $384,619, primarily from capital grants and contributions which were invested in
equipment and infrastructure. Governmental activities included net transfers of $20,258 from the component unit
and transfers of $50,000 from the Electric Utility Fund. Net assets in business-lype activities decreased by
$155,448, which included a $50,00C transfer to the General Fund. Business-type activities also included
depreciation expense of $288 469 and state grant revenues of $108,964.

+ Total net assets are comprised of the following:

1. Capital assets, net of related debt, of $8, 127,758 include property and equipment, net of accumulated
depreciation, and reduced for outstanding debt related to the purchase or construction of capital assets.
2. Net assets of $70,048 are restricted by constraints impesed by state regulations.

3. Unrestricted net assets of $481,768 represent the portion available to maintain the Village's continuing
obligations to citizens and creditors.

» The Village’s governmental funds reported total ending fund balance of $101,067 compared to the prior year
ending fund balance of $448,445, a decrease of $347,378 during the current year primarily from investing in the
Streetscape Project.

s Total assets of the Village increased by $707 845. Total long-term debt decreased by $182,754, with no new
issuances of debt.

s The Village's Electric Utility Fund continues to maintain an investment of $80,156 with the Upper Peninsula
Public Power Agency. The purpose of the Agency is to invest in the American Transmission Company System,
a Wisconsin LLC.

s Inthe prior year, the Village was awarded a $690,000 grant from: the State of Michigan for a Streetscape Project.
The finai amounts totaling $368,674 were received in the current year. The Streetscape Project included bump-
cuts, trees, stamped concrete, planters, decorative lighting, and blacktopping.

+ The Village incurred construction costs of $743,217 related to infrastructure improvements for the Streetscape
Project during fiscal year ended 2007

» The Village was awarded grants totaling $74,488 from the Depariment of Homeland Security for fire department
rescue equipment and training. During 2007 the Village acquired a $24,020 off-road rescue vehicle for the fire
department and other fire depariment equipment totaling $27,592.

s The Village acquired a2 $60,845 refrigeration unit for the Ice Arena and an $11,450 vehicle for the police
department.

+ The Village's Disposal System Fund was awarded a grant totaling $108,964 from the Michigan DEQ. $80,473
was received in the current year. The grant money was used for an engineering study to monitor waste water,



VILLAGE OF L’ANSE
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2007

Overview of the Financial Statements

Management's Discussicn and Analysis introduces the Village's basic financial statements. The basic financial statements
include: (1} government-wide financial statements, {2) fund fnancial statements, and (3) notes to the financial statements.

The Village also includes in this report additional information to supplement the financial statements.

Government-wide financial statements

The Village's financial report includes two government-wide financial statements. These statements provide both
long-term and short-term information about the Village's overall status. Financial reporing at this level uses a
perspective similar to that found in the private sector with its basis in full accrual accounting and elimination or
rectassification of internal activities.

The first of these government-wide financial statements is the Statement of Net Assets. This is the Village-wide
statement of financial position presenting information that inciudes all of the Village's assets and liabilities with the
difference reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of
whether the financial position of the Village as a whole is improving or deteriorating. Evaluation of the overall
economic health of the Village would extend to other nonfinancial factors such as diversification of the taxpayer base
or the condition of the Village infrastructure in addition to the financial information provided in this report.

The second government-wide statement is the Statement of Activities, which reports how the Village's net assets
changed during the current fiscal year. Al current year revenues and expenses are included regardless of when
cash is received or paid. An imporant purpose of the design of the statement of activities is to show the financial
retiance of the Village's distinct activities or functions on revenues provided by the Village's taxpayers.

Both government-wide financial statements distinguish governmental activities of the Village that are principally
supported by taxes and intergovernmental revenues, and from business-type activilies that are intended to recover all
or a significant portion of their costs through user fees and charges. Governmental activities include general
government, public safety, public works, sanitation and recreation. Business-type activities include electric utility,
water utility and a disposal system.

The Village's financial reporting entity includes the funds of the Village {primary government) and one organization for
which the Village is accountable (Downtown Development Authority-component unit).

Fund financial statements

A fund is an accountability unit used to maintain control over resources segregated for specific activities or objectives.
The Village uses funds fo ensure and demonstrate compiiance with finance-related laws and regulations. Within the
basic financial statements, fund financial statements focus on the Village's most impottant funds rather than the
Village as a whole. Major funds are separately reported, while aii others are combined inte a single, aggregated
presentation. individual fund data for nonmajer funds is provided in the form of combining statements in a later
section of this repont,

The Village has two types of funds:

Governmental Funds are reported in the fund financial statements and encompass essentially the same functions
reported as governmental activities in the government-wide finencial statements. However, the focus is very different
with fund statements providing a distinctive view of the Village's governmental funds. These statements report short-
term fiscal accountability focusing on the use of spendable resources during the year and balances of spendable
resources available at the end of the year.  They are useful in evaluating annual financing requirements of
governmental programs and the cormmitment of spendable resources for the near term.

Since the government-wide focus includes the long-term view, comparisons between these two perspectives may
provide insight inte the long-term impact of short-term financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures and changes in fund balances provide
reconciliation to the government-wide statements to assist in understanding the differences between these two
perspectives.
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VILLAGE OF L’ANSE
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2007

Proprietary funds are reporied in the fund financial statements and generally report services for which the Village
charges customers a fee. Proprietary funds include the electric utifity fund, water utility fund and disposal system fund
and are reported as business-type activities in the government-wide financial statements. Al three funds are reported as

major funds.
Notes to the financial statements

The accompanying notes fo the financial statements provide information essential to a full understanding of the
government-wide and fund financial statements. The notes {o the financial statements beagin immediately following
the basic financial statements.

Other information

in addition to the basic financiai statements and accompanying notes, this report also presents certain required
supplementary information concerning the Village's progress in funding its oblfigation to provide pension benefits to its
employees. A budgetary comparison statement is included in the basic financial statements for the general fund.

Major funds and the compenent unit are reported in the basic financial statements. Combining statements for
nenmajor funds and comparative statements for the water utility fund and the disposal system fund are presented in a
subsequent section of this report.

Financial Analysis of the Village as a Whole

Net assets of the current year and prior year are as follows:

Governmental Activities Business-type Activities Total
2007 2006 2007 20086 2007 2006
Assgets
Current assets $ 31,565 % 635888 § 704245 $ 584,144 & 1015810 3 1,220,012
Noncurrent assets 5,832,061 6,080,744 7,734,039 8,060,360 14,566,100 14,141 104
Totatl assets 7,143,626 6,716,612 8,438,284 8,644,504 15,581,910 15,361,116
Liabilities
Current fiabiiities 286,588 270,884 397,51 328,545 684,008 589,429
Long-term Hiabilities 1,613,200 1,586,509 3,605,037 3724775 5,218,237 5,311,284
Totai liabilities 1,899,788 1,857,393 4,002,548 4,063,320 5,902,336 5910,713
Net assets
Investment in capital
assels net of related debt 5,244,837 4,509,020 3,882,621 4,049,261 8127758 8,558,281
Reslricied 70,048 13,447 B 7,457 70,048 20,804
Unrestricted (71,047) 336,752 552 815 534,466 481,768 871,218

Totalnetassets § 5243838 § 4858219 § 4435736 § 4591184 § 9,679,574 % 8,450,403

The Village's combined net assets increased 2 percent from a year ago. Governmental activities net assets increased by
$384,619, while business-type activities net assets decreased by $155,448.

Unrestricted net assets for governmental activities decreased by $407,789. Unrestricted net assets for business-type activities
increased by $18,348.



VILLAGE OF L’ANSE

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

JUNE 30, 2007

Changes in net assets during the current year and prior year are as follows:

Revenues
Program revenue
Charges for services
Capital grants and contributions
Generai revenue
Property taxes
State-shared revenues
Interest
Other

Total revenues

Program expenses
General government
Public safety
Public works
Sanitation
Recreation
interest on long-term debt
Proprietary activities

Total program expenses

Change in net assets
before transfers and other

Transfers from (to} DDA - net
Transfers - other

Change in net assets

546,883 §

Governmental Activities Business-type Activities Total

2007 2006 2007 2008 2007 2006
240,817 241,871 § 2555695 § 2216253 § 2796812 § 2458124
505,382 472,702 108,564 - 614,346 472,702
677,273 654,208 - - 677,273 654,208
421,549 411,835 - - 421,548 411,838
15,316 10,847 17,982 18,277 33,298 28,824
54,261 16,752 - - 54,261 16,752
1,914,698 1,808,005 § 2,682,641 $ 2,234,530 § 4587339 § 4,042,535
173616 125,556 § - 3 - 3 173816 & 125,556
508,971 450,286 - - 508,974 450,286
611,885 557,460 - - 611,885 557,460
197,223 208,171 - - 197,223 208,171
52,311 43,543 - - 52311 43,643
56,331 48,350 - - 68,331 48,350
- - 2,788,089 2,353,169 2,788,089 2,353,189
1,600,337 1433366 § 2,788,089 § 2,353,169 § 4,388,426 § 3,786,535
314,361 374,639 $  (105448) § (118639 § 208813 § 256,000
20,258 172,244 - - 20,258 172,244

50,000 - (50,000) - - -
384,619 (155448) $ (118638} & 220171 § 428,244

Graphic presentations of selected data follow to assist in the analysis of the Village's activities for fiscal years 2007 and

20086:
Governmental Activities
2007 Governmental Revenues
Other
5% Charges
1%
Shared RShared
Revenues Property e\;::;ues
30% s Taxes
48%

The above charts do not include grants, contributions, or ransfers.
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VILLAGE OF L’ANSE
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

JUNE 30, 2007
Governmental Activities (continued)
2007 Governmental Expenditures 2006 Governmental Expenditures
Rec nt General Ree General
int Govt
%
Sanitation Sanita!ion
12% 150/0
Public Public
Public s:;f}:’ Public s::ij
Works Works ’
38% 39%
2007 Business-Type Activities
4500000
4000000
3500000
3000000
2500000 i Electric
2000000 B Water
1500000 0 Disposal
1000000
500000 .
SBSN
04 g TPRARRR

Revenues Expenses Assels Liabtlities

Financial Analysis of the Village’s Funds

Governmental Funds — The Village's {ofal governmental revenues increased by $48,291 or 2 percent from pricr year levels.
Governmental expenditures increased by $21,479 from prior year levels. Overall, governmental activities remained refatively
consistent.

Proprietary Funds — The Village's business-type activities consist of electric ufility, water ulilfity and a disposal system.
Operating revenues increased by $339,442 or 15 percent from prior year. The increase relates primarily to the Village
increasing rates and user fees, primarily in the Electric Utility Fund. Operating expenses increased by $328,855 or 15 percent
from prior year.



VILLAGE OF L’ANSE
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
JUNE 30, 2007

General Fund Budgetary Highlights

Over the course of the year, the Village amended the budget to account for events during the year. Budgetary amendments
were relatively minor, with the exception of the following items. Total budgeted revenues were increased by $507,750 due
primarily to increases to federal and state grants. Total budgeted capital outlay was increased by $732,800 due primarily to
the Streetscape Project. Other financing sources were adjusted o account for transactions with other funds and with the

component unit.

Capital Asset and Debt Administration

The Vilage's investment in capital assets, net of accumulated depreciation and refated debt, for governmental and business-
type activities as of June 30, 2007 was $5,244,837 and $3,882,921, respectively. Major capital asset additions during the
current fiscal year included:

Streetscape Project 5743217
Fire department vehicle and equipment 51,812
lce Arena equipment 60,845

At the end of the fiscal year, the Village had long-term debt obligations of $5,033,002. The portion of the debt relating to
governmental activities was $1,308,276. The portion of the debt relating to business-type activities was $3,724,818, There
were no issuances of bonds or notes during the current year for governmental or business-type activities. The balances
declined by normal amorization of principal payments.

Economic Factors and Next Year's Budgets and Rates

Local economic conditions are anticipated to remain consistent. The Village's 2008 budget is comparabie to the original 2007
budget, The amended 2007 budget included significant capital outlay and transfers not included in the 2008 budget.

Heaith care costs make up & significant porfion of the Village's expenditures. In 2007, these costs increased 2% over the prior
year. Funding health care cost increases remains a challenge for the Village in 2008. Health care premiums are projected to
increase in 2008.

The Village is currently applying for a Rural Development Grant for approximately $1,000,000, Vilage share being $250,000, for
improverments to the water distribution system

iitifity rate increases are currently being discussed; however, no increases have been approved. These rate increases would
be commensurate with increasing costs.

L'Anse Warden Electric Company, LLC is in the process of converting an existing, dormant generating station located in the
Viliage to an active power piant. L'Anse Warden wili seek tax increment financing from iocal taxes which wil be placed in a
special revenue fund to be used solely for environmentat clean-up expenses, The project is expected to be compieted in 2008

Contacting the Village's Financial Management

The financial report is designed to provide a general overview of the Village's finances and demonstrate the Village's
commitment to public accountability. If you have any questions about this report or need additicnal information, we welcome
you to contact the clerk’'s office at (906)-524-6116.



VILLAGE OF L’ANSE

STATEMENT OF NET ASSETS
JUNE 30, 2007
Primary Government
Governmental Business-type Component
Activities Activities Total Unit
Assels
Cash and cash equivalents $ 254433 3 342182 & 506615 % 66,715
Accounts receivable
Utitity biltings 18,163 - 18,163 -
Other 58,745 274,427 333,172 1,835
Grants receivable 20,888 28,491 45 479 -
Taxes receivable 13,680 - 13,68C -
Due from primary government - - - 108,123
internal balances {59,145) 58,145 - -
Inventory 3,071 - 3,071 -
Prepaid dues 1,830 - 1,630 -
investments - 80,156 80,156 111,028
Restricted assets 368,182 46,148 415,328 -
Capital assets 6,462 879 7.807 737 14,070,618 -
Total assets 7,143,626 8,438,284 15,581,910 287,702
Liabilities and Net Assets
Liabilities
Accounts payable 64,825 163,272 228,087 -
Accrued sick and vacation wages 35,009 92 975 127,984 -
Customer deposits - 21,485 21,485 -
Bue te component unit - DDA 108,123 - 108,123 -
Accrued interest 14,373 - 14,373 -
Noncurrent liabilities
Due within one year 64,258 118,779 184,037 -
Due in more than one year 1,244,018 3,805,037 4,843,055 -
Deferred compensation liability 369 182 - 369 182 -
Total liabilities 1,889,788 4,002,548 5,902,336 -
Net assets
Investment in capitat assets -
net of related debt 5,244 837 3,882 821 9,127,758 -
Restricted
Streefs and roads 70,048 - 70,048 -
Unrestricted {71,047) 552,815 481,768 287,702

Total net assets  $ 5243838 $§ 4435736 % 9,679,574 $ 287,702

See accompanying notes to financial statements.
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Net (Expense) Revenue and Changes in Net Assets

Primary Government

Governmentat Business-type Component
Activities Activities Total Unit

(109,986) $ . $ (109,986) $ -
(416,303) - (416,303) .
(243,211) - (243,211) -
20,874 - 20,874 -
{49,081) - {49,081) -
(56,331) - (56,331) -
(854,038) - (854,038) -

- (123,430} (123,430) -
(854,038) (123,430) (977,468) )

- - - (800)
877,273 - 677,273 .

- - - 97,374
677,273 . 677,273 97,374
421,549 - 421,549 -

15,316 17,982 33,208 5514
54,261 ; 54,261 .
20,258 - 20,258 (20,258)
50,000 (50,000) - -
1,238 657 (32,018) 1,206,639 82,630
384,619 (155,448) 229,171 81,830
4,859,219 4,591,184 9,450,403 205,872

5,243,838 § 4435736 § 8,679,674 § 287,702

- 11 -



VILLAGE OF L’ANSE

GOVERNMENTAL FUNDS

BALANCE SHEET
JUNE 30, 2007

Assets

Cash and cash eguivalents
Accounts receivabis
Utility biliings
Other
Grants receivable
Taxes receivable
Inventory
Prepaid dues
Restricted assets

Total assets

Liabilities and Fund Balances

Liabilities
Accounts payable

Accrued sick and vacation wages

Due to component unit - DDA

Due to other funds
Accrued interest

Deferred compensation Hability

Fund balances
Reserved for inventory
Unreserved - reported in
General fund
Special revenue funds

Total liabilities

Total fund balances

Total liabilities and fund balances

See accompanying notes to financial statements.
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Total
General Nonmajor Governmental
Fund Funds Funds

3 188,872 % 64,561 $ 254,433
18,163 - 18,163
45,624 13,121 58,745
20,988 - 20,988
11,166 2,514 13,680

1,231 1,840 3,07

1,630 - 1,830
369,182 - 369,182

$ 657,856 § 82,036 § 739,892
3 54,164 % 10,661 3 64,825
34,363 646 365,009
108,123 - 108,123
58,464 681 56,145

2,541 - 2,541
369,182 - 369,182
626,837 11,888 638,825

1,231 1,840 3,071

29,788 - 20,788

- 68,208 68,208

31,019 70,048 101,087

$ 657,856 § 82,036 % 739,802




VILLAGE OF L’ANSE

GOVERNMENTAL FUNDS

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET ASSETS

JUNE 30, 2007

Fund Balances - Total Governmental Funds 3 101,087

Amcunts reported for governmental activities in the staternent of net assets are
different because:

Capital assets $7,644,044, net of accumulated depreciation of ($1,182,065) used
in governmental activities are not financial resources and are not reported in the

governmental funds 6,482,879
Accrued interest payable is recorded as a liability in governmental activities (11,832)
Compensated absences are included as a liability in governmental activities (90,234)

Long-term liabilities are not due and payable in the current period and are not
reported in the governmental funds {1,218,042)

Net Assets - Governmental Activities $ 5,243,838

See accompanying notes to financial statements.
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VILLAGE OF L’ANSE

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

YEAR ENDED JUNE 30, 2007

Revenues
Property taxes
State-shared revenues
Garbage collection fees
Federaf grants - Homeland Security
State grants - Streetscape
Local contribution - Keweenaw
Rent
Other
Interest

Total revenues

Expenditures

Current
General government
Public safety
Public works
Sanitation
Recreation

Capital outlay

Debt service

Total expenditures

Excess of revenues (under) over expenditures
Other financing sources {uses)

Sale of fixed assets

Operating transfers in - Component Unit

Operating transfers out - Component Unit

Operating transfers in - Proprietary Fund

Operating transfers in

Operating transfers out

Total other financing sources (uses)
Net change in fund balances
Fund balances - Beginning of year

Fund balances - End of year

See accompanying notes to financial statements.
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Total
General Nonmajor  Governmental
Fund Funds Funds
8 512,803 % 16447 § 877,273
224,648 186,803 421,546
218,007 - 218,087
86,708 - 86,708
368,674 - 368,674
50,000 - 50,000
134,082 - 134,082
69,260 2,202 71,462
15,186 130 15,318
1,678,456 363,705 2,043,161
185,813 - 155,813
461,802 - 461,802
348,016 257,429 605,445
187,223 - 197,223
42,151 - 42,151
871,853 - 871,853
80,897 47,085 127,962
2,157,555 304,494 2,462,049
{478,099} 59,211 {418,888)
1,252 - 1,252
65,182 - 85,192
(44,934} - {44,934}
50,000 - 50,C0C
50,000 200,380 250,390
{47,380) {203,000} (250,390;
74,120 {2,610) 71,510
(403,979) 56,601 (347,378}
434,998 13,447 448,445
3 31,019 § 70,048 § 101,087




VILLAGE OF L’ANSE

GOVERNMENTAL FUNDS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2007

Net Change in Fund Balances - Total Governmental Funds 3 {347,378}

Amounts reported for governmental activities in the statement
of activities are different because;

Governmental funds report capital outlays as expenditures; these
costs are allocated over their estimated useful lives as depreciation 871,853

Capital assets used in governmental activities are not considered financial

resources, such as:
Depreciation recorded on those assets {188,787}
Disposal of those assets {10,06C0)

Interest expense is recorded in the funds when due; it is recorded in the
statement of activities when incurred (1,120)

Increase in accumuiated sick pay is recorded when earned in the statement

of activities {2,700)

Repayment of debt principal is an expenditure in the governmental funds, but

the repayment reduces long-term liabilities in the statement of net assets 72,751
Change in Net Assets - Governmental Activities $ 384,619

See accompanying notes to financial statements.
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VILLAGE OF L’ANSE
PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
JUNE 30, 2007

Assets

Current assels
Cash and cash equivalents
Accounts receivable - pet
Grants receivable
Due from General Fund

Total current assets

Long-term assets
Invesiments
Restricted assets
utility plant and system (capital assets)

Total asseis
Liabilities and Net Assets

Liabilities
Current lizbilities
Accounts payable
Accrued expenses
Customer deposits
Current liabilities - installment contract
Cusrent lizbilitiss payable
from restricted assets

Total current liabilities

Leng-term debt - net of current portion

Total liabilities

Net assets
Invested in utility plant and system -
net of related debt
Unrestricted and undesignated

Total net assefs

See accompanying notes to financial statements.

Major Funds

Electric Water Disposal

Utility Utility System Total
$ 229,433 § 50,483 § 62,266 342182
177,417 39,9086 57,104 274,427
- - 28,491 28 4H1
59,145 - - 59,145
465 995 90,389 147,861 704,245
80,156 - - 80,156
- 1,363 44,783 46,146
558,753 3,898,374 3,050,610 7607 737
1,104,904 4,080,128 3,243,254 8,438,284
105,859 9,234 48,079 163,272
35,341 44 059 13,578 92,875
21,260 225 - 21,485
- - 13,753 13,753
- 35,000 71,026 106,026
162,560 88,518 146,433 397,511
- 1,700,000 1,905,037 3,605,037
162,560 1,788,518 2,051,470 4,002,548
558,753 2,283,374 1,080,794 3.882,921
383581 38,234 130,920 552,815
5 842344 §$§ 2301608 $ 1,191,784 4,435,738
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VILLAGE OF L’ANSE
PROPRIETARY FUNDS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

YEAR ENDED JUNE 30, 2007

Operating revenues
Sales
Services
Other
Total operating revenues
Operating expenses
Distribution
Administrative and general
Depreciation
Total operating expenses
Operating income {loss)
Nonoperating revenues {expenses)
State grant - Ml DEQ
Expenses related to special study
Interest income
interest expense
Total nonoperating revenues (expenses)
Income (loss) before transfers
Transfers to other funds
Changes in net assets

Net assets - Beginning of year

Net assets - End of year

Major Funds

Electric Water Disposal
Utility UHility System Total
$ 1365046 3 485149 & 686,801 § 2,537,086
75 1,724 1,866 3,665
9,135 1,947 3,862 14,544
1,374,256 488,820 692,619 2,555,695
1,259,274 355,784 442 437 2,087,485
80,541 44,634 15,323 140,498
23,206 94,314 180,950 298,469
1,363,020 494,732 638,710 2,496,462
11,236 (5,912) 53,909 59,233
- - 108,964 108,964
- - (108,964) (108,964)
14,819 1,180 1,973 17,682
- {87,500) {95,163} {182,663}
14,819 (86,310) (93,180) {164,681)
26,055 (92,222) (39,281) (105,448)
{50,000) - - {50,000}
{23,945} {92,222} {39,281) {155,448)
968,280 2,393,830 1,231,085 4,591,184
$ 942344 § 2301808 $§ 1,191,784 § 4,435,736

See accompanying notes to financial statements.
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VILLAGE OF L’ANSE
PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2007

Cash flows from operating activities
Receipts from customers
Other receipts
Payments to suppliers
Payments to employees for wages and benefits
Receipts from/payments to other funds

Net cash provided by operating activities

Cash flows from noncapital financing activities
Receipts from noncapital grant
Payments to suppliers refated to special study
Transfers

Net cash (used in} noncapital financing activities

Cash fiows from capHal and related financing activities
Purchase of capital assets
Principal paid on debt
Interest paid on debt

Net cash (used in) capital and related fnancing activities

Cash flows from investing activities
interest
Reduction in investments

Net cash provided by investing activities
Net change in cash and cash equivalents

Cash and cash equivalents - Beginning of year

Cash and cash equivalents - End of year

Balance sheet classification of cash and cash equivalents
Cash and cash equivalents
Restricted assets

Totals

Reconciliation of operating Income {loss) to net cash
from operating activities
Operating Income (loss)
Adjustrments to reconcile operating income (loss) to net
cash provided by operating activities
Depreciation
Changes in assets and liabliities
{increase) decrease in accounts receivable
Deacrease in due from General Fund
increase (decrease) in accounts payable
(Decreass) incresse in acocrued expenses
ncrease in customer deposits

Nef cash provided by operating activities

See accompanying notes to financial statements.

Major Funds
Electric Water Disposal

Utility Utility Systemn Total
1337271 § 491647 § 687376 $ 2516294
9,135 1,947 3,862 14,944
(1,176,323) {122.972) (109,175) (1,41G,470)
{134,661} (280,271) (314,276} (729,208)
49,999 - - 49,999
83,421 90,351 267,787 441,559
- - 80,473 80,473
- - (108,864) (108,064)
{50,000) - - {50,000
(56,000) - (28,491) (78,491)
(15,442) - {6,682) (22,124}
- (30,000 (80,003 {110,003)
- (87,500) (95,163) (182,663)
(15,442) {117.500) (181,848) (314,790)
14,819 1,180 1,973 17,982
- 50,000 - 50,000
14,819 51,190 1,873 67,982
32,798 24,041 59,421 116,280
196,635 27,805 4,768 228,208
2295433 § 1846 § 84,189 § 345,468
228433 % 50483 § 62,266 & 342,182
- 1,363 1,923 3,286
229433 § 51848 $§ 84,188 § 346,468
11238 § {5912) § 53809 % 56,233
23,205 94,314 180,950 298 469
{28,765} 4,774 {1,387} (25,372)
49,999 - - 49,599
37,542 (3,469) 33,498 67,571
(10,711 644 811 {2,256)
915 - - 915
B3.421 § 80,351 § 287,787 $ 441,659
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VILLAGE OF L’ANSE
STATEMENT OF NET ASSETS - COMPONENT UNIT
JUNE 30, 2007

Downtown
Development
Authority

Assets

Cash and cash equivalents & 66,715

Accounts recejvable 1,835

Due from primary government 108,123

Hnvestments 111,029
Total assets 287,702

Liabilities and Net Assets
Liabilities -
Net assets - Unrestricted $ 287,702

See accompanying notes to financial statements.
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VILLAGE OF L’ANSE
STATEMENT OF ACTIVITIES - COMPONENT UNIT
YEAR ENDED JUNE 30, 2007

Downtown
Development
Authority
Expenses $ 800
Program revenues -
Net (expense) (800}
General revenues and transfers
Property taxes 97,374
Interest 5,514
Transfers - General Fund (20,258}
Total generai revenues and transfers 82,830
Change in net assets 81,830
Net assets - Beginning of year 205,872
Net assets - End of year $ 287,702

See accompanying notes to financial statements.
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VILLAGE OF L'ANSE
NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INTRODUCTION

The accounting and reporting framework and the more significant accounting principles and practices of the Village of L’Anse,
Michigan {the “Village®) are discussed in subsequent sections of this note. The remainder of the Notes is organized to provide
explanations, inciuding required disclosures, of the Village's financial activities for the fiscal year ended June 30, 2007.

The following is a summary of the significant accounting poficies used by the Village of L’Anse, Michigan.

REPORTING ENTITY

The Village was incorporated under the provision of Act 3 in 1895 {General Law Village) and operates under a
Councii-Manager form of government. The accompanying financial statements present the Village and its component
unit. The discretely presented component unit is reported in a separate column in the government-wide financial
statements to emphasize that it is legally separate from the Village. The Village's major operations include cemetery,
police and fire protection, public works, sanitation, recreation and general administration services. In addition, the
Village owns and operates three major enterprise activities: the electric utiity system, water utifity system and
gisposal system.

In evaluating how to define the Village for financial reporting purposes, management has considered all potential
compenent units over which the Village exercises significant influence. Significant influence is based primarily on
operational or financial relationships. The Downtown Development Authority (the “Authority”) was created to
encourage and spur redevelopment of the L'Anse business district and to make L'Anse an atiraction for visitors and
tourists as well as a source of pride for the local community. The Autherity's governing board is appointed by the
Village's governing body. The Village coflects tax funds on the Authority's behaif.

Exciuded from the reporting entity is the L'Anse Housing Authority. The L'Anse Housing Authority's governing board
selects management staff, sets charges, establishes budgets and controls ail aspects of its own operations. The
Viflage provides no funding to the Housing Authority. Additionally, the Viliage holds no title to Housing Authority
assetls, nor does it have any right to Housing Authority surpluses.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements (the statement of net assefls and the staternent of activities) report
information con all of the activities of the primary government and its component unit. The effect of interfund activity
has been removed from these statements. Governmental activiies, normally supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent
on user fees and charges for support. Likewise, the primary government is reported separately from the legally
separate component unit for which the primary government exercises accountability.

The staterment of activities reporis the expenses of a given function offset by program revenues directly connected
with the functien. Direct expenses are those that are clearly identifiable with a specific function. Program revenues
include: 1)} charges to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function; and 2} grants and contributions that are restricted to meeting the operational
or capital requirements of a particular function. Taxes and other revenues not properly included as program
revenues are reported as general revenues.

Fund financial statements are provided for governmental funds and proprietary funds. Major individual governmental
and enterprise funds are reported in separate columns with composite columns for non-major funds.
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NOTES TO FINANCIAL STATEMENTS {CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

The financial statements of the Village are prepared in accordance with generally accepted accounting principles
(GAAP). The Village's reporting entily applies all relevant Governmental Accounting Standards Board (GASB)
pronouncements and applicable Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, unless they conflict with GASB
pronouncements, The Village's reporting entity does not apply FASE pronouncements or APB opinions issued after
November 30, 1989,

The government-wide financial statements are reported using the economic rescurces measurement focus and the
accrual basis of accounting, as are the propriefary fund and the component unit financial statements. Revenue is
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenue in the year for which they are levied.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenue is recognized as soon as if is both measurable and available.
Revenue is considered to be available i it is collected within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the Village considers revenues to be available if they are collected
within 80 days of the end of the current fiscal period. Expenditures generally are recorded when a liability Is incurred,
as under accrual accounting. However, debt service expenditures, expenditures relating to compensated absences,
and claims and judgments are recorded in the year payment is due.

Revenues are recognized in the accounting period in which they become susceptible to accrual ~ that is, when they
become both measurable and available to finance expenditures of the fiscal period. Major revenue types for which
receivables are recorded on the current accounting period's balance sheet include property taxes and state-shared
revenues. All cther revenue ilems are considered to be available only when cash is received by the Village.

Amounts reported as program revenue include charges to customers for goods and services. Internally dedicated
resources are reported as general revenue rather than as program revenue. lLikewise, general revenue includes all
taxes.

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating revenue and
expenses generally result from providing services in connection with a propristary fund's cngoing operations. The
principal operating revenue of proprietary funds relates to charges to customers for sales and services. Operating
expenses for proprietary funds include the cost of sales and services, administrative expenses, and depreciaticn on
capital assets. Al revenue and expenses not meeting this definition are reporied as nonoperating revenue and
EXpenses.

The effect of interfund activity has been eliminated from the government-wide financial statements. Exceptions to this
are charges between the Village's electric, water, and sewer functions and other functions of the Village. Eliminations
of these charges would distort the direct costs and program revenues reported for the various functions concerned.

The Village reports the following major governmental fund:

General Fund — The general fund is the Village's primary operating fund. 1t accounts for all financial resources
of the general government, except those required to be accounted for in another fund.

The Village reports the following three major proprietary funds:

Electric, Water and Disposal System Funds — These three funds are the Village's major proprietary funds.
They account for the activities of the slectric, water and sewer distribution systems of the Village.

Additionally, the Viliage reports the following funds:

Special Revenue Funds — Special revenue funds are used to account for the proceeds of earmarked revenue
reguiring separate accounting because of legal or regulatory provisions. They include the Major Street, Local
Street and Municipa! Street Funds.

Debt Service Fund - The debt service fund is used to account for the annual payment of principal, interest and
expenses in connection with certain long-term debt other than debt payable from operations of an enterprise

fund,
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NOTES TO FINANCIAL STATEMENTS {CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ASSETS, LIABILITIES AND NET ASSETS OR EQUITY

Cash and Investments — Cash and cash equivalents are considered to be highly liquid investments i they have &
maturity date of three months or less when acquired by the Village. These include cash on hand, demand deposits,
and short-term investments. Investments are stated at fair value.

Receivables and Payables — in general, outstanding balances between funds are reported as “due from other
funds” or "due to other funds”. Any residual balances outstanding between the governmental activities and the
business-type activities are reported in the government-wide financial statements as internal balances. Al trade
receivables are shown as net of allowance for uncollectible amounts ($15,000 in 2007).

inventory — Inventory consists of salt and gravel for roads and is valued at cost, on a first-in, first-out basis. Fund
balances have been reserved in an amount equal fo the cost of the inventory.

Restricted Assets — The Village offers its employees a deferred compensation plan established in accordance with
internal Revenue Code Section 457. The pian, available to all employees, permits them 1o defer a portion of their
current salary until future years. The plan assets, included in restricted assets of the General Fund, are maintained in
a custodial account held by Capital Guardian Trust Company, and are not avazilable to the employees until
termination, retirement, death, disability, or an unforeseeable emergency. All rights to the plan assets are that of the
empicyees and any losses incurred on plan assets in the custodial account are borne solely by the plan participants
and their beneficiaries. The corresponding deferred compensation liability is included in noncurrent liabifities.

Certain resources related to proprietary fund revenue bonds set aside for repayment are classified as restricted
assets on the balance sheet because their use is limited by applicable bond covenants. The “contract payment
account” is used to segregate resources accumulated for debt service payments. Other accounts are set aside for
other special uses. Restricted assets in the proprietary funds include cash and cash eguivalents and certificates of
deposit with maturities greater than three months.

Capital Assets ~- The Village's property, plant and equipment and infrastructure with useful lives of more than one
year are stated ai historical cost and are comprehensively reported in the government-wide financial statements.
Proprietary assets are also reported in their respective funds. Donated assets are stated at fair value on the date
donated. The Village generally capitalizes assets with a cost of $1,000 or more as purchase and construction outlays
occur. The costs of normal maintenance and repairs that do not add to the asset value or materiaily extend useful
lives are not capitalized. Capital assets are depreciated using the straight-line method. When capital assets are
dispesed, the cost and applicable accumulated depreciation are removed from the respective accounts, ang the
resulting gain or loss is recorded in operations.

Buildings, equipment, vehicles and infrastructure assets are depreciated over the following useful lives:

Water and sewer distribution systems 10-65 years
Buildings and building improvements 85 years
Vehicles 5-10 years
Machinery and eguipment B-2C years
Infrastructure assets 20-75 years

Compensated Absences {Vacation and Sick Leave} ~ it is the Village's policy to permit employees to accumulate
earned but unused sick and vacation pay benefits. A liability is accrued when Incurred in the government-wide and

proprietary fund financial staterments.

Long-term Obligations — In the government-wide financial statements and the proprietary fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as fiabilities.

Use of Estimates — The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting pericd.  Actual resulis could
differ from those estimates.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Risk Management — The Village is exposed {o various risks of loss related to torts; theft of damage to, and
destruction of assets; errors and omissions; injuries fo employees; and natural disasters. The Village maintains
commercial insurance covering each of those risks of loss. Management believes such coverage is sufficient to
preclude any significant uninsured losses to the Village. Setfled claims have not exceeded this commercial coverage
in any of the past three fiscal years.

NOTE B - BUDGETARY INFORMATION

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United States of America.
Annual appropriated budgets are prepared on a detailed line item basis. Revenues are budgeted by source while
expenditures are budgeted by department and class. All annual appropriations lapse at fiscal year end. Expenditures may not
legally exceed budgeted appropriations at the activity level. During the year, one supplementary appropriation was necessary.

The Village followed the following procedures in establishing the budgetary data reflected in the financial statements:

1. On May 22, 2008, an operating budget was submitted to the Village Finance Committee for the fiscal year ending
June 30, 2007. The operating budget includes proposed expenditures and the means of financing them

2. OnJune 28, 2006, a public hearing was conducted to obtain taxpayer comments.
3. The budget was legally adopted on June 26, 2008.

4. The Village Council authorizes all budgetary revisions throughout the fiscal year. The budget was revised and
approved for revision on June 235, 2007,

5. Formal budgetary integration is employed as a management contro! device during the year for all governmental and
proprietary funds.

NOTE C - DEPOSITS AND INVESTMENTS

State statutes authorize the Village to deposit and invest in the following:

1. Certificates of deposit, savings accounts, or deposit accounts of federally insured financial institutions. The Village
Board shall authorize depositories at the Board's organizational meeting after each regular election of boeard

members.

Bonds, securities, and other obligations of the United States or an agency or instrumentality of the United States.

Repurchase agreements consisiing of instruments listed in 2.

Bankers' acceptances of United States banks.

Commercial paper rated at the time of purchase within the two highest classifications established by not less than two

standard rating services and that matures not more than 270 days after the date of purchase.

6. Obligations of the State of Michigan or any of its political subdivisions that at the time of purchase are rated
investment grade by not less than one standard rating service.

7. Mutual funds registered under the investment company act of 1940, title | of chapter 686, 54 Stat. 789, 15 U.S.C.
8Ca-1 to 80a-3 and 80a-4 to 80a-64, with the authority to purchase only investment vehicles that are iegai for direct
investment by the Village. This authorization is limited to securities whose intention is to maintain a net asset value of

$1.00 per share.
8. invesiment pools through an interlocal agreement under the urban cooperation act of 1967, 1967 (Ex Sess) PA 7,
MCL 124501 to 124.512.
9. Investment pools organized under the surplus funds investment pool act, 1882 PA 367, 128.111 10 126.118.
16. The investment pools organized under the local government investment pool act, 1885 PA 121, MCL 126141 to
128.150.
11. American Transmission Company System; Amendment to Public Act 513 of 2002.

SIS
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE C - DEPOSITS AND INVESTMENTS {CONTINUED)

At June 30, 2007, the carrying vaiue of the Village's deposits and investments were reported as follows:

Governmental Business-type Component
Activities Activities Total Unit
Cash and cash equivalents 5 254433 % 342,182 % 586,615 § 66,715
investments - 80,156 80,156 111,029
Restricted assets-bank deposits - 48 148 45 146 -

Totals § 254,433 § 468,454 $ 722,817 § 177,744

The breakdown between deposits and investments for the Village is as follows:

Primary Component
Government Unit
Bank deposits {checking and savings accounts
and certificates of deposit) 3 642,461 5 177,744
Investments - UPPPA - ATC 80,156 -
Cash on hand 300 -

Totals § 722,917 $ 177,744

The bank and eredit union balances totaled $643,336 of which $362,950 was covered by the F.D.1.C. or NC.UA. The
remainder was uninsured and uncoilateraiized.

The Viltage's investments are categorized to indicate the level of risk assumed by the Village at June 30, 2007. Risk Category
1 includes those investments that are insured, registered, or held by the Village or its agent. Risk Categories 2 and 3 include
investments that are neither insured nor registered. Category 2 includes investments that are heid by the counterparty’s trust
department in the Village's name, Category 3 includes investments that are heid by the counterparty or the counterparty's
trust department but not in the Village's name.

The Village’s investment in UPPPA ~ ATC is non-risk categorized.
NOTE B - PROPERTY TAXES

Property taxes were levied and leased by the Village on July 1, 2006 on the taxable valuation of property as of the preceding
January 1. The Village billed and collected these taxes from July, 2006 to September, 2006. At that time, any unpaid billings
were transferred to Baraga County, which is in charge of collecting delinquent taxes and remitting receipts to the Village. Ifa
billing is still uncollected three years subsequent to the original billing, the property is subject to tax sale. It is the Village's
policy to recognize revenue from the current tax fevy.

The 2006 state equalized valuation of the Viliage totaled $46,858,790 (taxable value $41,235,076), on which taxes levied
consisted of 13.2010 Mills for operating purposes, 1.8980 Mills for the DDA, and 1.1400 Mills for bond debt retirement.

The entire property tax administration fee is paid te the Village treasurer as compensation for collection of properly taxes.

There is, therefore, no reserved fund balance for excess receipts or excess disbursements associated with the property tax
administration fee.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE E - CAPITAL ASSETS

Capital asset activity of the Village's governmental and business-type activities was as follows:

Balance Balance
71112006 Additions Deletions 8/30/2007
Governmental activities
Landg* 3 271,458 % - $ (10,000) $ 261,456
infrastructure 3,226,489 1,285,173 - 4,491,662 -
Infrastructure in progress 521,856 - {521,956) -
Buiidings 1,338,177 - - 1,336,177
Machinery and equipment 406,308 92,435 - 498,741
Vehicles 998 741 35,470 - 1,034,211
Furniture and equipment 21,966 731 - 22,697
6,783,001 1,393,809 (531,958) 7,644,944
Less accumulated depreciation 983,278 198,787 - 1,182,065
Net capital assets $§ 5799813 $ 1,195022 § (531,956) $ 6,462,879
Business-type activities
Lang* $ 110,235 & - 5 - 3 110,236
Buildings 11,835,210 6,682 - 11,841,892
Machinery and eguipment 1,086,633 15,442 - 1,102,075
Vehicles 332,230 - - 332,230
Furniture and eguipment 77,702 - - 77,702
13,442,010 22,124 - 13,464,134
Less accumulated depreciation 5,557 928 298,468 - 5,856,397
Net capital assets § 7,884,082 §$ {276,345) $ - $ 7,607,737
*Non-depreciable
Depreciation expense was charged to programs of the primary government as follows:
General government 20,481
Department of public works 117,276
Public safety 50,890
Recreation 10,160
Total § 198,787

NOTE F - LONG-TERM DEBT

Bond issue - Village offices: General long-term debt bonds were issued to finance renovation and construction for an addition
to the village fire hall and village offices. The bonds are payable annually at principal amounts ranging from $10,000 to
345,000, with the final payment due October 1, 2026. Interest is payable semi-annually at varying rates ranging from 5.00% to
6.05%. The bonds are secured by a pledge of the full faith and credit of the Vitlage and future tax revenues.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTEF - LONG-TERM DEBT (CONTINUED}

Bond issue - Local Development. General long-term debt bonds were issued to finance a portion of the cost of a "Streetscape
Project”. The bonds are payable annually at principal amounts ranging from $20,000 to $40,000, with the final payment due
October 1, 2020. interest is payable semi-annually at varying rates ranging from 4.15% to 5.00%. The bonds are secured by
tax increment revenues.

Loan payable - USDA - This loan was incurred to provide financing of specific equipment. The loan is payable in annual
principal amounts ranging from $13,000 to $26,000 with the final payment due October 1, 2016. Interest is payable semi-
annually at 4. 75%. The loan is secured by the full faith and credit of the Viliage.

Instaliment contract payabile - Contracts are incurred {o provide financing on specific equipment.

The disposal system revenue bonds {1) were issued te partially provide for the acquisition and construction of a disposal plant
and connecting sewer system. This project was undertaken in conjunction with the Township of L'Anse and the bonds
presented in this report represent 83.56% of the entire bond issue (Village portion). The bonds are payable from the revenues
(pledged) generated by the disposal system fund, with the full faith and credit of the Village pledged. in addition, the Village is
subject to various bond provisions including maintenance of accounts, efc. The bonds bear an interest rate of 5.00% per
annum and the final payment is due in the year 2019.

The disposal system revenue bonds {2) were issued to provide for improvements to the disposal ptant. This project was
undertaken in conjunction with the Township of L'Anse in the same manner as described above. The bonds are payable from
revenues generated by the Disposal System Fund, with the full faith and credit of the Village pledged. in addition, the Village
is subject to various bond provisions including maintenance of accounts, etc. The bonds are payable in increasing increments
and bear an interest rate of 4.50% per annum and the final payment is due in the year 2042,

The Water Utility revenue bonds were issued to provide for the acquisition and construction of a water and waste disposal
system. The bonds are payable from the revenues generated by the water supply system fund, with the full faith and credit of
the Village pledged. In addition, the Village is subject to various bond provisions including maintenance of accounts, etc. The
honds bear an interest rate of 5.00% per annum and the final payment is due in the year 2033,

A disposal system installment note was issued in 2005 to provide for improvements to the disposal plant. This bank note is
payable in monthly installments of $1,374, including interest at 4.15%, with the final payment due in the year 2012,

Changes in long-term debt during the fiscal year ended June 30, 2007 are summarized as follows:

Balance Balance Due Within
7/1/2006 Additions Retired 6/30/2007 One Year
Governmental activities
Generat obligation
Bond Issue-village offices $ 555000 3 - $ (15,000} % 540000 % 15,000
Bond issue-strestscape 450,000 - (30,000} 420,000 20,000
Loan payable-USDA 230,000 - {16,000} 214,600 17,600
Instaliment cantract payable 55,793 - {11,751) 44,042 12,258
Total bonds and notes 1,280,793 - {72.751) 1,218,042 64,258
Cther liabilities-sick pay 87,534 2,700 - 90,234 -
Total governmental activities § 1,378,327 $ 2,700 3 {72,761) § 1,308276 3§ 64,258
Businessdype activities
Revenue bonds
Disposal System {1} 3 580,742 % - % {50,136y % 530806 % 54,314
Disposal System (2) 1,403,808 . {16,712 1,387,096 18,712
Water Utitity 1,785,000 - (306,000) 1,735,000 35,000
Instaliment note 85,269 - (13,155) 72,114 13,753
Total business-type activities  § 3,834818 & - $ {110,003} § 3,724,816 % 119,778
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NOTES TO FINANCIAL STATEMENTS {CONTINUED)

NOTE F - LONG-TERM DEBT {(CONTINUED)

Debt requirements to maturity are as follows:

Year Ended Governmental Activities Business-Type Actlivities
June 30 Principal interest Total Principal interest Total

2008 3 64258 § 61,168 § 125427 3 118,778 3 177557 8 207 336
2008 70,789 58,113 128,902 121,196 171,758 292,955
2010 72,343 54872 127,215 127,266 165,897 293,163
2011 70,652 51,499 122,151 129,106 159,615 288,721
2012 86,000 48,338 114,338 127,881 153,381 281,262
2013-2017 374,000 180,220 568,220 608,721 676,542 1,286,263
2018-2022 300,000 100,405 400,405 448 559 543,649 993,208
2023-2027 195,000 37,783 232783 574,853 422,153 996,806
2028-2032 - - - 718,941 265,858 984,793
2033.2037 - - - 394 926 120,945 515,871
2038-2042 - - - 351,788 44,184 400,872

Totals § 1,218,042 3 602,389 § 1,820441 § 3,724,816 § 2906540 3§ 6,631,356

NOTE G - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

Interfund receivables and payables are classified as due to/from other funds or component unit and are composed of the
following:

Due from Due to
General Business-type Component
Fund Funds Unit Total
General Fund $ - 3 58 145 3 108,123 3 167,268
Nonmajor Funds 3 681 3 - $ - 3 681

Individual fund operating transfers for fiscal year 2007 were as follows:

Transfers In Transtfers Qut
General Nonmajor Business-type Component
Fund Funds Funds Unit Totat

General Fund $ - 3 50,000 & 50000 $ 65182 § 165182
Nonmajor funds - 153,000 - - 153,000
Component Unit 44,934 - - - 44 934
Debt Service Fund 47 390 - - - 47 380

Totals $ 92,324 % 203,000 $ 50000 $ 65192 $ 410516

The above $50,000 transfer from the Business-Type Funds (Electric Utility Fund) to the General Fund was made to create a
positive fund balance in the General Fund.
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NOTES TO FINANCIAL STATEMENTS {(CONTINUED)

NOTE H - SEGMENT INFORMATION

The Village maintains three enterprise funds, which are intended to be self-supporting through user fees charged for services
to the public. Financial segment information as of and for the year ended June 30, 2007 is presented as follows:

Condensed Statement of Net Asseis

Electric Water Disposal
Utility Utility System Total
Current assets $ 485,995 3% 90,389 % 147,861 & 704,245
Restricted assetls - 1,363 44,783 46,146
Other assets 80,156 - - 80,156
Capital assets 558,753 3,008 374 3,050,610 7,607,737
Total assets 1,104,904 4,090,126 3,243,254 8,438,284
Current liabilities 162,560 53,518 75,407 291,485
Liabilities payable from

restricted asseis - 35,000 71,026 106,026
Noncurrent ligbiiities - 1,700,000 1,805,037 3,605,037
Total liabilities 162,560 1,788,518 2,051,470 4,002,548

invested in capital assets
net of related debt 558,753 2,263,374 1,060,794 3,882 021
Unrestricted 383,501 38,234 130,890 552,815

Total net assets § 942344 $ 2,301,608 § 1,191,784 § 4435736

Condensed Statement of Revenues, Expenses, and Changes in Net Assets

Electric Water Disposal
Utility Utility System Total

Total operating revenues $ 1374256 $ 488,820 % 692619 $ 2,555,695
Depreciation expense (23,205) (94,314) (180,950) (298,469)
Other operating expenses {1,339,815) {400,418) (457,760) {2,197,693)
Operating income {loss) 11,236 {5,912) 53,909 59,233
Nonoperating revenues (expenses) 14,819 (86,310) (63,180} {184,681)
Transfers {50,000) - - (50,000}
Changes in net assets {23,945} (92,222) {39,281) {155,448)
Net assets - Beginning 986,288 2,393,830 1,231,085 4,591,184
Net assets - Ending $ 942344 § 2301608 $ 1191,784 § 4435738
Condensed Statement of Cash Fiows
Net cash provided by (used in)

Operating activities 3 83421 3% 90,351 % 267,787 % 441,559

Nencapital financing aclivities {50,000 - {28,481} {78,491}

Capital and related financing activities {15,442) {(117,5C0) {181,848} {314,790}

investing activities 14,81¢ 51,1860 1,873 57,882
Net change in cash and cash equivalents 32,788 24,041 50,421 116,260
Cash and cash equivalents - Beginning 196,635 27,805 4,768 229,208
Cash and cash equivalents - Ending % 220433 § 51,846 § 64,189 % 345,468
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE | - DEFINED BENEFIT PENSION PLAN

Plan Description ~ The Village's defined benefit pension pian provides retirement and disability benefits, annual cost-of-living
adjustments and death benefits fo plan members and beneficiaries. The Plan is affiiated with the Municipal Employees
Retirement System of Michigan (MERS), an agent muttiple-employer pension pian administered by the Gabriel Roeder Smith
& Company. Act No. 427 of the Public Acts of 1884, as amended, and the Constitution of the State of Michigan assign the
authority to establish and amend the benefit provisions of the plans that participate in MERS to the respective employer
entities; for the Plan, that authority rests with the Village. The Gabriel Roeder Smith & Company issues a publicly availabie
financial report that includes financial statements and reguired supplementary information for MERS. That report may be
obtained by writing to the Gabriel Roeder Smith & Company, Cne Towne Square, Suite 800, Southfield, Michigan 48076-3723
or by cailing (248) 799-9000.

Funding Policy - The Village is required {o contribute at an actuarially determined rate; the current rate is 18,45% of annual
covered payroll. The contribution requirements of the Village are established and may be amended by the MERS Board of

Trustees.

Actuarial valuations are performed annually. Retirement benefits and refunds are recognized when due and payable in
accordance with the terms of the plan.

Memberships of the plan are as follows:
Active members
Retirees and beneficiaries currently receiving benefits
Terminated plan members entitled to but not yet receiving benefits

Total

b oz

Annual Pension Cost ~ For the year ended June 30, 2007, the Village's annual pension cost of $136,836 for the Plan was
equal to the Village's required and actual contributions. The required contribution was determined as part of the December 31,
2006, actuarial valuation using the entry age actuarial cost method. The actuarial assumptions included (a) 8.00% investment
rate of return (net of administrative expenses} {b} projected salary increases of 4 50% per year, and an additional projected
salary increase ranging from 0.00% to 8.40% per year. The actuarial value of the Plan assets was determined using
techniques that smooth the effects of short-term volatitity in the market value of investments over a five-year period. The
Plan’s unfunded actuarial accrued liability is being amortized as a level percentage of projected payroll on g closed basis. The
remaining amortization period at December 31, 2006, was 29 years.

Trend information

Fiscal Annual Percent
Year Pension of APC Net
Ending Cost (APC) Contributed Obligation Pension
June 30, 2005 $ 116,088 § 119,088 100 $ -
June 30, 2006 126,168 126,168 100 -
June 30, 2007 136,838 136,836 100 “

NOTE J - ECONOMIC DEPENDENCY

The Village receives a significant amount of its revenues from two corporate entities located within the Village.
Approximately 30% of property tax revenues are received from these entities,
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VILLAGE OF L’ANSE
REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

YEAR ENDED JUNE 30, 2007

Revenues
Property taxes
Real and personal property taxes
Payment in lieu of taxes
Penalties and interest

Total property taxes
State - shared revenues

Other revenues
Garbage collection fees
Federal grants - Homeland Security
State grants - Streetscape
Local contribution - Keweenaw
Rent
Interest
Other

Total revenues

Expenditures
General government

Village council
Attorney
Village clerk
Treasurer
Elections
Buildings and grounds
Cemetery
General government

Total general government

Public safety
Police department
Fire department
Building inspection

Total public safety
Public works
Department of public works

Sidewaiks

Totai public works

Variance with

Qriginal Amended Amended
Budget Budget Actual Budget
$ 496800 § 502500 § 502,309 % {191)
8,500 3,900 3,827 27
5,500 8,600 6,567 {33)
508,600 513,000 512,803 (187)
232,500 225,500 224,648 {854)
220,000 220,000 218,097 {1,903)
- 87,000 88,708 (292}
- 370,000 368,674 {1,326}
50,000 50,000 50,000 -
120,000 134,000 134,082 82
8,000 15,000 15,188 188
36,500 68,850 68,260 410
1,175,600 1,683,350 1,679,456 (3,894)
18,200 20,850 20,225 425
8,000 4,500 4,483 17
1,200 600 533 87
8,300 8,550 8,375 178
2,000 600 512 88
7,500 6,300 5,831 469
14,0600 17,200 16,974 226
49,500 99,650 98,880 770
108,700 158,050 155,813 2,237
307,400 348,350 347,434 918
42,000 114,700 114,108 592
4,700 100 80 40
354,100 463,150 481,602 1,548
287,500 345,800 344 673 927
5,000 3,450 3,343 107
262,500 349,050 348,016 1,034
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REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND (CONTINUED)

Expenditures {continued)
Sanitation
Sanitary landfill
Waste collection and disposal

Total sanitation

Recreation
Parks and recreation
lce arena
Marina

Total recreation

Capital outlay
General government
Public safety
Public works
Fire department
Recreation

Total capital outlay

Debt service
General government
Fire department
Public works
Total debt service
Total expenditures
Excess of revenues {under) expenditures
Other financing sources {uses)
Sale of fixed assets
Cperating transfers in - Component Unit
Operating transfers in
Operating transfers out - Component Unit
Operating transfers out
Total other financing sources (uses)
Net change in fund balance

Fund balance - Beginning of year

Fund balance - End of year

Variance with

Original Amended Amended
Budget Budget Actual Budget
120,600 113,000 112,784 2186
79,000 85,000 84,439 561
188,000 198,000 197,223 77T
12,000 9,800 8,767 133
29,5800 30,35C 30,101 249
2,000 2,450 2,283 167
43,500 42,700 42,151 549
1,000 8,750 2,342 5,408
16,000 13,000 13,000 -
36,000 744,150 744,054 96
100,600 52,000 51,612 388
- 60,900 80,845 55
146,000 878,800 871,863 6,947
48,000 41,000 40,655 345
10,000 8,800 8,713 87
- 32,000 31,529 471
58,000 81,800 80,897 903
1,202,800 2,171,550 2,157,655 13,995
{27,200) {488,200) (478,099; 10,101
- 2,000 1,252 (748}
- 65,000 65,192 192
- 100,000 100,000 -
- (45,000) (44,934) 86
- {47,500) (47,380} 110
- 74,500 74,120 {380}
{27,200) {413,700) (403,979} 9,721
434 898 434,688 434,998 -
$ 407,798 $ 21298 § 31,019 $§ 9,721
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VILLAGE OF L’ANSE

REQUIRED SUPPLEMENTAL INFORMATION

RETIREMENT SYSTEMS SCHEDULE OF FUNDING PROGRESS
MUNICIPAL EMPLOYEES’ RETIREMENT SYSTEM

YEAR ENDED JUNE 30, 2007

Actuarial
Actuarial Accrued Funded UAAl as a
Actuarial Value of Liability Unfunded AAL Ratio Covered Percent of
Valuation Assets {AAL) {UAAL) {Percent) Payroll Covered Payrofl
Date {a) (b) {b-a) {ab) {c) {{ b-a Yc )}
12/31/2001  $ 1,765,245 $ 2,710,740 & 945,495 65% § 739,738 128%
12/31/2002 1,816,658 2,847,851 1,031,192 65% 768,361 134%
12/31/2003 2,163,852 3,227,308 1,063,544 67% 763,084 139%
12/31/2004 2,367,333 3,515,284 1,147,851 67% 774,308 148%
12/31/2008 2,542,122 3,917,042 1,374,820 85% 693,233 198%

1213112006 2,689,855 4,183,150 1,483,265 65% 741,645 200%

RETIREMENT SYSTEMS SCHEDULE OF EMPLOYER CONTRIBUTIONS
MUNICIPAL EMPLOYEES’ RETIREMENT SYSTEM

Annual
Year Ended Required Actual Percent
June 30 Contribution Contribution Contributed
2002 3 97729 % 97,729 100
2003 104,690 104,690 100
2004 108,200 109,200 100
2005 119,088 119,088 160
2006 126,168 126,168 100
2007 136,836 136,836 100

The information presented above was determined as part of the actuarial valuations at the date indicated. Additionai
information as of June 30, 2008, the latest actuarial valuation, follows:

Actuarial cost method Entry age

Amortization method Level percent of payroll
Amortization period {perpetual} 28 years

Asset valuation method &-year smoothed market

Actuarial assumptions:;

investment rate of return 8.00%

Projected salary increases® 4.50%
*includes inflation at 4.50%

Additional salary increases atfibutable to seniority/merit 0% to 8.40%
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VILLAGE OF L’ANSE
OTHER SUPPLEMENTAL INFORMATION
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2007

Total
Nonmajor
Major Local Municipal Debt Governmental
Street Street Street Service Funds
Assels
Cash and cash equivalents $ 28210 & 13020 $ 23,331 - 3 64,561
Aceounts receivable 8,701 4,420 - - 13,121
Taxes receivable - - 2,514 - 2514
Inventory - 1,840 - - 1,840
Totalassets $ 36,911 $ 19280 $ 25845 - $ 82,036
Liabilities and Fund Balances
Liabilities
Accounts payable 3 2,141 $ 8520 % - - 3 10,861
Accrued expenses 285 351 - - 648
Due to other funds - - 681 - 681
Total liabilities 2,436 8,871 681 - 11,988
Fund balances - Undesignated 34,475 10,409 25,164 - 70,048
Total liabilities and fund balances § 36,911 § 19,280 25,845 - $ 82,036
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VILLAGE OF L’ANSE

OTHER SUPPLEMENTAL INFORMATION

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES — NONMAJOR GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2007

Total
Nonmaijor
Major Local Municipal Debt Governmental
Sireet Street Street Service Funds
Revenues
Property taxes & - 5 - $ 164470 % - $ 164,470
State-shared revenues 122,620 67,4414 7,442 - 196,803
Other 356 317 1,629 - 2,202
interest 21 33 76 - 130
Total revenues 122,397 67,791 173,547 - 363,705
Expenditures
Routine maintenance 63,708 76,318 - - 140,026
Traffic services 1,082 1,719 - - 2,801
Winter maintenance 39,858 43,260 - - 83,118
Administrative, engineering and
record keeping 15,700 15,458 - 325 31,484
Debt service - - - 47,065 47,085
Total expenditures 120,348 136,756 - 47,390 304,494
Excess of revenues over
{under) expenditures 2,049 (68,965) 173,517 {47,390} 59,211
Cther financing sources (uses)
Operating transfers in 80,600 73,000 - 47 380 206,380
Operating transfers out (50,000} - (153,000) - {203,000)
Total other financing sources (uses) 30,000 73,000 {153,000) 47,380 {2,610)
Net change in fund balances 32,049 4,035 20,517 - 56,601
Fund balances - Beginning of year 2,428 8,374 4,647 - 13,447
Fund balances - End of year $ 34475 $ 10409 $ 25184 § - $ 70,048
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VILLAGE OF L'ANSE
WATER UTILITY FUND

COMPARATIVE STATEMENTS OF NET ASSETS

JUNE 30, 2007 AND 2006

Assets

Current assels
Cash and cash equivalents
Accounts receivabie - net

Long-term assets
Restricted assets
Utility plant and system (capital assets)

Liabilities and Net Assets

Liabilities
Current ligbilities
Accounts payable
Accrued expenses
Customer deposits
Current liabilities payable from
restricted assets

Long-term debt - net of current porticn

Net assets
Invested in utiiity plant and system -
net of related debt
Restricted
Unrestricted and undesignated

Total current assets

Total assets

Total current liabilities

Total liabilities

Total net assets

.36 -

2007 2006
$ 50,483 § 26,460
39,908 44,680
90,389 71,140
1,363 51,345
3,008,374 4,062,687
4,090,126 4,215,172
9,234 12,702
44,059 43,415
225 226
35,000 36,000
88,518 86,342
1,700,000 1,735,600
1,788,518 1,821,342
2,263,374 2,327,687
- 21,345
38,234 44,798
$ 2,301,608 § 2,393,830




VILLAGE OF L’ANSE

WATER UTILITY FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN FUND NET ASSETS

YEARS ENDED JUNE 30, 2007 AND 2006

2007 2006
Operating revenues
Sales $ 485149 ¢ 518,453
Services 1,724 2,694
Cther 1,047 -
Total operating revenues 488,820 522,147
Cperating expenses
Distribution 358,784 393,260
Administrative and general 44 634 37,801
Depreciation 94,314 95518
Total operating expenses 494,732 526,679
Operating {loss) {5,912} (4,532)
Nonoperating revenues {expenses)
Interest income 1,180 3,432
Interest expense {87 500) {88,000)
Total nonoperating revenues (expenses) {86,310} {85,568)
Changes in net assets (92,222} {80,100)
Net assets - Beginning of vear 2,393,830 2,483,830
Net assets - End of year % 2,301,808 $% 2,393,830
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VILLAGE OF L’'ANSE

WATER UTILITY FUND

COMPARATIVE STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2007 AND 2006

Cash flows from operating activities
Receipts from cusiomers
Other receipts
Payments to suppliers
Payments to employees for wages and benefits

Net cash provided by operating activities

Cash flows from capital and related financing activities
Purchase of capital assets
Principal paid on debt
Interest paid on debt

Net cash (used in) capita and related financing activities

Cash flows from investing activities
Interest
Redugtion in investments

Net cash provided by investing activities
Net change in cash and cash equivalents
Cash and cash equivalents - Beginning of year

Cash and cash equivalents - End of year

Balance sheet classification of cash and cash equivalents
Cash and cash equivalents
Restricted assets

Total

Reconciliation of operating (loss) to net cash
from operating activities
Cperating (loss)
Adjustments to reconcile operating (loss) to net
cash provided by operating activities
Depreciation
Changes in assets and liabilities
Decrease {increase) in accounts recalvable
{Decrease) in accounts payabie
Increase In accrued expenses

Net cash provided by operating activities

_38.

2007 2006
$ 491647 § 511,240
1,947 -
(122,972) {132,580)
(280.271) (303,102)
80,351 75,558
- (2,387)
(30,000) (30,000
(87 ,500) {69,000
(117.500) {121,387)
1,160 3,432
50,000 50,000
51,180 53,432
24,041 7,603
27,805 20,202
$ 51846 $ 27,805
5 50,483 % 26,460
1363 1,345
3 51846 § 27,805
$ (5912 % (4,532
94,314 95,518
4774 {10,807
(3,488} (8,824)
644 4,303
$ 20,351 § 75,558




VILLAGE OF L’ANSE

DISPOSAL SYSTEM FUND

COMPARATIVE STATEMENTS OF NET ASSETS
JUNE 30, 2007 AND 2006

Assets
Current assets
Cash and cash equivalents
Accounts receivable - net
Grants receivable

Totai current assets

Long-term assets
Restricted assets
Utility plant and system (capital assets}

Total assets
Liabilities and Net Assets
Liabilities
Current liabilities
Accounts payable
Accrued expenses
Current liabilities - instaliment contract
Current #abilities payable from restricted assets
Total current liabilities
Long-term debt - net of current portion

Total liabifities

Net assets
Invested in utility plant and system - net of related debt
Unrestricted and undesignated

Total net assets

~30.

2007 2006
62,2668 3 2,850
57,104 55723
28,481 -

147,861 58,573
44783 44779
3,050,610 3,224 877
3,243,254 3,328,229
48,079 14,581
13,575 12,764
13,753 13,196
71,028 66,848
146,433 107,389
1,805,037 1,989,775
2,051,470 2,097,164
1,080,794 1,155,058
130,990 78,007
1,191,784 § 1,231,065




VILLAGE OF L’ANSE

DISPOSAL SYSTEM FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN FUND NET ASSETS

YEARS ENDED JUNE 30, 2007 AND 2006

2007 2006
Operating revenues
Sales $ 686,831 §% 620,240
Services 1,866 2,777
Other 3,862 “
Total operating revenues 692,619 623,017
Operating expenses
Distribution 442 437 442 114
Administrative and general 15,323 11,423
Depreciation 180,950 180,837
Total operating expenses 638,710 634,374
Operating income {loss) 53,808 (11,357)
Nonoperating revenues (expenses)
State grant - Ml DEQ 108,964 -
Expenses refated to special study (108,964) -
Interest income 1,973 1,546
Interest expense {85,163) (97,562)
Total nonoperating revenues {expenses) {93,190) {96,016)
{Loss) before transfers {39,281) {107,373)
Transfers from other funds - 43,000
Changes in net assets {39,281} {64,373}
Net assets - Beginning of year 1,231,065 1,295,438
Net assets - End of year $ 1,191,784 § 1,231,065
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VILLAGE OF L’ANSE

DISPOSAL SYSTEM FUND

COMPARATIVE STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2007 AND 20086

Cash flows from operating activities
Receipts from customers
Othet receipts
Payments to suppliers
Payments to employees for wages and benefits

Net cash provided by operating activities

Cash flows from noncapital financing activities
Receipts from nencapital grant
Payments to suppliers related to special study
Transfers

Net cash (used in) provided by noncapita! financing activities

Cash flows from capital and related financing activities
Purchase of capital assels
Principal paid on debt
interest paid on dekt

Net cash {used in} capltal and refated financing activities

Cash flows from investing activities
Interest

Net cash provided by investing activities

Net change in cash and cash equivalents

Cash and cash equivalents - Beginning of year

Cash and cash equivalents - End of year

Balance sheet classification of cash and cash equivalents
Cash and cash equivalents
Restricted assets

Total

Reconciliation of operating income {loss) to net cash
from operating activities
Operating income (loss}
Adjustments to reconclle operating income (Ioss) fo net
cash provided by operating activities
Depreciation
Changes in assets and liabilities
{increase) in accounts receivable
Increase (decrease) in accounts payable
Increase In accrued expenses

Net cash provided by operating activities

41 .

2007 2006
$ 687,378 % 817,317
3,862 -
(109,175) (162,367)
(314,276) (287,232)
267,787 167,718
80,473 .
(108,964) -
- 118,000
(28,491) 118,000
(6,882 (202,38%)
(80,003) {78,684)
(95,163) (97 562)
(181,848) (378,627)
1,973 1,546
1,973 1,546
59,421 {91,363)
4,768 96,131
$ 84,189 § 4,768
3 62,266 $ 2,850
1,823 1918
$ 64,189 § 4,768
3 53900 $ (11,357
180,950 180,837
(3,381) {5,700)
33,498 {198)
811 4,136
$ 267,787 § 167,718




REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable President and Village Council
Village of L'Anse
L'Anse, Michigan

We have audited the financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the
Village of L'Anse, Michigan, as of and for the year ended June 30, 2007, which collectively comprise the Village's
basic financial statements and have issued our report thereon dated October 8, 2007. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of

the United States.
Internal Control Over Financial Reporting

In pfanning and performing our audit, we considered the Village’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Village's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Village's internal control over financial reporting.

Cur consideration of the internal control over financial reporting was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal control over
financial reporting that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified certain deficiencies in internal control over financial reporting that we consider to be

significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the Village’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the Village's financial statements that is more
than inconsequential will not be prevented or detected by the Village’s internal control. We consider the
deficiencies described in the accompanying “Schedule of Findings and Responses” to be significant
deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the Village's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, we believe that none of the
significant deficiencies described above is a material weakness.



PR TR

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Village's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed instances of other matters that are required to be reported under
Government Auditing Standards and which are described in the accompanying Schedule of Findings and
Responses.

The Village's response to the findings identified in our audit is described in the accompanying Schedule of
Findings and Responses. We did not audit the Village's responses and, accordingly, we express no opinion on
tham.

This report is intended solely for the information and use of the management and the Village Council and is not
intended to be and should not be used by anyone other than these specified parties.

£

Certified Public Adcountants

<,

October 8, 2007



SCHEDULE OF FINDINGS AND RESPONSES

The Honorable President and Village Council
Village of L'Anse
L'Anse, Michigan

During our audit, we identified two deficiencies in intemal control over financial reporting that we consider to be
significant deficiencies which are required to be communicated under STATEMENT ON AUDITING
STANDARDS NO. 112. in addition, we noted certain matters involving internal control and other operational
matters that are presented for your consideration. Qur comments are summarized as follows:

Lack of expertise in financial accounting and reporting

The Village has requested that we prepare their financial statements and related notes to the financial
statements. We identified that the Village does not have an empioyee or other individual with suitable
skilt to prepare the financial statements or to review the disclosure checklist in conjunction with the
financial statements prepared by the auditors to ensure propriety and completeness of the financial
statements and footnotes. SAS No. 112 requires (in effect) that any organization under audit needs to
have enough expertise in their control environment to properly prepare the financial statements
(including notes to the financial statements). Although the organization is “technically”" deficient under
SAS No. 112, we believe that this issue in itself denotes no negative implications conceming the
organization.

Transitional issues

During the year ending June 30, 2007, the long-time Village manager retired. The current administrative
personnel are in the process of updating and implementing adequate internal controls that will ensure
timely and accurate financial information and compliance with state and other regulatory requirements.
Our audit was performed during a time when the current administration has not yet implemented the
necessary procedures to have available adequate records for the June 30, 2007 audit. Much of the
accounting records required adjustments to accurately reflect the financial activity for the year ending
June 30, 2007. We believe these issues were transitional in nature and are confident that once the new
administration has the opportunity to implement policies, procedures, etc. the regular accounting
information will refiect accurate financial reporting. From our experience from this year's audit, we offer
the foliowing as recommendations for internal controls to ensure future accountability for the Village.

1. The Village utilizes a QuickBooks computer program. The program offers easy access to
transaction input. Due to the nature of the program, it is necessary for the accounting staff to
maintain manual reclassifications of entries on a monthly basis to ensure that the general ledger
accounis are accurately reported. This reconciliation process is important in the areas of cash,
accounts receivable, revenues, expenditures, and payroll. We recommend that the accounting
personnel prepare monthly reconciliations and postings and retain these reconciliations to agree
and conform to the general ledger classifications.

2. The QuickBooks program offers only limited access controls. Although these access controls are
limited, we recommend that the Village implement a policy whereby the Village manager,
accountant, and/or other assistants have specified access to postings of transactions or other
recording responsibilities. it may be appropriate for the Village Council to assist in maintaining a
second copy of passwords, etc. to ensure continuity in the event of unforeseen circumstances.
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3. Unusual or significant non-recurring entries should be approved by the Village manager and this
approval should be documented. The accounting manager should have limited authority in
posting unusual or non-recurring entries.

4. We recommend that a bank reconciliation system be implemented whereby the individual
reconciling the bank accounts has no access to cash receipts. This same individual should not
have check signing authority. The Village has a small number of employees involved in the
accounting process which makes it difficult to maintain a complete separation of duties. We
believe, however, that a reconciliation system could involve reconciliations by the accounting
manager with a monitoring system by the Village manager.

5. Certain balance sheel/income statement accounts e.g. meter deposits, real estate taxes,
accounts receivable, accounts payable, vacation accruals, etc. require monthly monitoring and
reconciliation. We recommend that a monthiy/quarterly checklist be maintained to ensure
current monitoring of these accounts.

6. The State of Michigan requires an annual budget be prepared by the Village and that the budget
be used as a management tool. The annual budget was properly prepared in 2007; however, we
believe that the budget was not utilized as an expenditure control device during the entire fiscal
year. We recommend that the Village manager monitor the budget at each activity level to
ensure compliance and to amend the budget as needed throughout the fiscal year.

7. The Village Board reviews and approves a listing of invoices which need to be paid each month;
however, they do not review the actual invoices. The checks are prepared after the approval
and the Village office staff stamp the checks with the Board members’ signatures. We
recommend that this system be changed. We generally do not recommend the use of a
signature stamp. if one is used, it should be controlled in a secure manner. We recommend
that two signatures be required and one of those signatures be that of a Village Council member.
The dual signature requirement creates a strong deterrent for misappropriation of funds.

Cur comments regarding other operational matters are summarized as follows:

Cash balances

As mentioned in our previous letter, the Viliage has significant cash balances not covered by F.D1.C. or
N.C.U.A insurance. We recommend that the Village consider using several financial institutions in order
to minimize risk. Alernatively, the Village may wish to discuss with the present financial institutions the
possibility of having its deposits coliateralized.

Unrestricted net assets

Unrestricted net assets in the Village’s governmental activities are a negative $71,047. This is primarily
due to a $90,234 accrual of compensated absences included in the Reconciliation of the Balance Sheet
of Governmental Funds to the Statement of Net Assets. Total and individual unreserved fund balances
in the governmental funds indicale a positive balance, therefore the negative balance in unrestricted net

assets requires no action or response by the Village.

L’'Anse Township

As mentioned in our previous letter, it does not appear that L'Anse Township has remitted the full amount
of property taxes for the Downtown Development Authority for the past several years. It is unclear
whether these remittances were not made or possibly commingled with County funds (in which case
additional amounts would be due the DDA from the Village). We recommend that the Village contact
appropriate Township and County personnel to resolve this issue.
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Property Taxes

As mentioned in our previous letter, the Village has not remitted the full amount of DDA allocable
property taxes to the DDA, We recommend that the Village remit the taxes aliocable to the DDA on a

timely basis.

Grant activity

The Village shouid implement a system of recording expenditures related to specific grant activity.
Whenever the Village receives funds that are restrictive in nature, a subsidiary record should be created
and maintained in a grant file to create an adequate audit trail,

Record maintenance

The Village utilizes several checking accounts for expenditures. Certain expenditures are related to
general activity and certain expenditures are not. The Village should implement a regular system of
maintaining “backup” for their expenditures. In certain instances, it was difficult to obtain proper support
for expenditures, specifically when activity did not occur in the common checking account. A system
should also be implemented for retaining revenue related information, e.g. state-shared revenues, tax
collections, grants, etc.

Bend Requirements

The Village currently has two Disposal Fund bond issues and one Water Utility Fund hond issue. These
bonds contain various requirements, one of which is that periodically certain amounts of cash are to be
segregated for the purpose of future bond payments. We understand that the Village has not segregated
cash for these purposes in alf cases. However, it was noted that the Village paid all its debt requirements
on a timely basis for the entire fiscal year. We recommend the Village review their bond debt
requirements to ensure compliance in all areas, especially cash segregation.

Downtown Development Authority — various issues

We noted several problems with the accounting for and the operation of the DDA. The following is a list
of issues encountered with DDA activity;

1. We found no evidence of a budget prepared for the DDA as required by the State of Michigan.

2. DDA expenditure activity is being recorded as expenditures rather than as transfers to the
Village in several instances. Whenever the DDA is (in effect) paying Village expenditures, this
activity is properly accounted for as a transfer rather than as an expenditure of the DDA.

3. 1t appears that a reimbursement for administrative expenditures was approved by the DDA;
however, this transfer has not been recorded by the Village or the DDA.

4. We found no evidence of the DDA bank account being reconciled. We recommend that the
bank account be reconciled by Village accounting personnel and monitored by the Village
manager.
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5. The DDA has a commitment to reimburse the Village for principal and interest payments related
to the Streetscape Project bond issue. It appears that the DDA did not reimburse the Village for
the second payment of interest in 2007. We recommend that this reimbursement be made in

fiscal 2008.

6. The DDA has significant amounts of cash that may be available for Village activities. We
recommend that the DDA and Village implement a long-term strategy for the use of these funds
and as stated above, budget these plans on an annual basis.

7. The DDA and the Village need fo ensure that their accounting records agree where they have
common activity.

The above letter includes more discussion of internal controf matters than in the past. Much of the above is
due to the implementation of SAS No. 112, which requires additional intermal control matters be
communicated in writing. Secondly, with the retirement of the Village manager, there are transitional issues
that needed to be addressed. Fieury, Singler & Company received excellent cooperation from the new
Village manager and accounting personnel. We are very confident that once these early implementation
issues are resolved, the new accounting system will be effective and properly record the activity of the
Village in a controlled environment.

This letter does not affect our report dated October 8, 2007 on the financial statements of the Village of L'Anse,
Michigan. Our comments and recommendations, all of which have been discussed with appropriate members of
management, are intended to improve the internal control or result in other operating efficiencies. We will be
pleased to discuss these comments in further detail at your convenience and would be happy to assist the Village
in implementing the above recommendations. Attached to this schedule is a response 1o the above enumerated

items by the Village Council.

This communication is intended solely for the information and use of the management and the Village Council
and is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

f%?x,&ﬁ beleyy 7€
Certified Public Accountants

October 8, 2007
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Village of L'Anse
101 N. Main Street
L'Anse, Mi 49946

Phone 906-524-6116
Fax 906-524-6146

Comynunity of Exceliznce

October 8 2007

Viliage of L'Anse Explanations to Schedule of Findings and Responses

Lack of expertise in financial accounting and reporting

We do not have staff with the proper fraining to prepare financial statements and footnotes. We are
worbarg; to achieve the necessary level of training with existing staff as well as pursuing agreements
with 3" party accountants for assistance.

Transitional issues

The previous Village Manager was personally responsible for the majority of the accounting process,
We are in the process of developing and implementing procedures that will ensure timely and accurate
reporting of village finances using our existing staff

1. We have been working with a 3" party accounting firm to develop proper monthly procedures
to ensure the accuracy of the reporting of our general ledger accounts.

2. Policies are being developed to ensure all aspects of cur accounting application are subject to
proper scrutiny.

3. The Village Manager's security within QuickBooks will be changed to “Read Only" so that
reports can be created but entries cannot be made. Necessary non-recurring transactions will
be performed by the person responsible for accounting and reviewed by the Village Manager,

4. The duties of bank recongciliation and cash receipts are being separated; the village manager
will review all reconciliations done by the accounting manager.

5. Policies and procedures are being developed to prepare timely accurate monthly accounting
reports to be used to ensure proper financial operations of the village.

8. The village recognizes the need to prepare monthly statements so that performance relative to
budget can be reviewed.

7. The village is in the process of implementing procedures to require the signature of the Village
President and Village Manager on all checks.

Other Operational Issuss

Cash balances — The Village will take the necessary steps to ensure that af} deposits are secure. We
will evaluate the possibility of spreading our investments among more depositors or pursue
collateralizing our deposits.

L'Anse Township - The captured taxes due the DDA from the Township are remitted to the Courty and
the County remits them to the Village. It appears that all taxes due the DDA from the township are
current.

Property Taxes — Procedures are being established to ensure that the funds due the DDA are
transferred to their account on a timely basis.

Grant Activity — We plan to set up a separate account for each grant to make sure the financial activity
is posted and can be tracked and reported properly.
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Record maintenance — All expenditures will require proper documentation prior to approval for
payment. A system is being developed to properly track all expectad revenue.

Bond requirements — Accounts have been set up to fransfer monthly principle and interest payments
for bonds. This will facility the proper segregation of fund.

Downtown Development Authority - Various lssues

1.

A budget is being prepared by the DDA and it will be submitted to the Village Councif for
approval,

2. Inthefuture the Village will pay the bills on behalf of the DDA and bill them for reimbursement.
3. The BDA will be invoiced for the agreed on administrative fee.
4. The accounting manager will begin reconciling the DDA bank account.
5. Funds that are due to the DDA and due from the DDA will be carefully monitored to ensure
timely accurate accounting.
6. We wili be working closely with the DDA to develop a strategy for the use of their funds that will
provide maximum benefit to the Village while staying within the intent of their charter.
7. With the Village paying bills on behalf of the DDA and billing them for the expense we shouid
be able to ensure that our accounting records agree.
Sincerely,
L W LK whslo7?
Michael Hubert
Village Manager

Village President





